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FACT  SHEET 


On  September  1,  1990,  the  Commonwealth  will  begin  enrolling  state 

employees  for  a  new  benefit  called  the  Dependent  Care  Assistance  Plan 
(DCAP).    This  benefit,  designed  to  help  reduce  your  child  care  and  elder 

care  costs,  has  been  nenotiated  with  the  Unions  as  well  as  various  state 
agencies. 


What  is  a  dependent  care  assistance  plan  (DCAP)? 

DCAP  is  a  voluntary  program  which  allows  emoloyees  to  set  aside  a 
portion  of  their  income,  before  taxes,  for  child  care  or  elder 

care  expenses  for  their  deoendents.    In  other  words,  a  portion  of 
your  salary  is  taken  out,  and  put  in  your  ncAP  account,  and  then 
taxes  are  paid  on  the  balance  of  your  earninos. 

How  does  DCAP  benefit  employees? 

Under  the  federal  tax  law,  employees  may  set  aside  up  to  $5000  in 
Dre-tax  dollars  for  child  care  or  elder  care.    Because  salary 
dollars  have  been  removed  from  your  taxable  income,  you  may  fall 
into  a  lower  tax  bracket,  and  the  percentane  of  income  you  pay  for 
taxes  will  be  lowered.    You  save  money  on  federal  and  state  income 
taxes,  and  your  spendable  income  is  increased.    For  example,  a 
married  couple  with  a  household  income  of  $47,500  with  $6,500  in 
child-care  costs  for  two  preschoolers,  could  save  as  much  as 
$1,769  in  taxes  by  usina  the  plan. 

How  do  I  qualify  to  use  DCAP? 

a.  If  you  are  employed  by  the  Commonwealth  of  Massachusetts,  and 

b.  If  married,  you  and  your  spouse  are  both  working  (or  one  of 
vou  is  enrolled  as  a  full -time  student),  and 
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c.  If,  in  order  to  work,  your  child(ren)  who  is  younger  than  13 

is  in  a  licensed  Day  Care  Center  or  a  Family  Day  Care  Home,  or 
another  form  of  child  care  which  meets  federal  tax  code 
requirements  (e.g.,  relative  caring  for  only  related  children; 
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babysitter;  Au  Pair;  Nanny),  or 

If  you  care  for  an  adult  who  is  mentally  or  physically 
incapacitated,  whom  you  claim  as  an  exemption,  and  who  lives 

in  your  house  at  least  R  hours/day, 

then  you  qualify  for,  and  may  want  to  consider  usino,  the  DCAP 
benef i  t. 
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How  does  the  DCAP  plan  work? 


-DCAP  allows  you  to  pay  for  up  to  $5,000  of  child  care  or  other 
deoendent  care  expenses  with  pre-tax  income. 

-Each  week  an  aqreed-upon  amount  is  deducted  from  your  gross 
salary  and  placed  in  a  DCAP  account.    This  amount  may  only  be  used 
for  dependent  care  services. 

-Upon  receipt  of  documentation  of  dependent  care  expenses  from  the 
employee,  a  reimbursement  check  is  issued  bi-monthly.  The 
employee  must  provide  his/her  social  security  number,  or  employee 
ID  number  to  receive  reimbursement,  and  the  dependent  care 
provider  must  supply  a  federal  ID  or  social  security  number. 

What  are  the  draw-backs  to  DCAP? 

Remember  that  you  must  declare  the  amount  of  pre-tax  dollars  you 
are  qoinq  to  put  in  your  DCAP  account  at  the  beqinnino  of  the 
year.    Federal  law  requires  that  any  unused  funds  remaining  in 

your  account  at  the  end  of  the  calendar  year  will  be  retained  by 
the  employer  (the  Commonwealth).    Thus,  you  must  carefully  plan 
how  much  you  wish  to  set  aside,  taking  into  account  vacation  or 
other  days  when  you  may  not  be  paying  for  child  care.    The  maximum 

amount  that  you  can  deduct,  however,  is  $5000.    The  rare  exception 
to  the  "use  it  or  lose  it"  rule  is  in  the  case  of  divorce,  death, 
or  a  change  in  one's  employment  status. 

If  your  family's  combined  income  is  $25,000  or  less,  you  may  save 

more  by  taking  a  tax  credit  on  your  tax  form  instead  of  using  a 
dependent  care  reimbursement  account.    Because  nCAP  requires  the 
employee  to  set  aside  the  money  and  pay  the  child  care  bill  first, 
cash  flow  problems  make  DCAP  unattractive  to  some  employees. 


For  more  information  contact: 
Valian  Norris 

Office  of  Employee  Relations 
One  Ashburton  Place,  Room  1001 
Boston,  MA  02108 


Vivien  Li 

Governor's  Office  on  Women's  Issues 
State  House,  Room  360 
Boston,  MA  02133 


(61  7)  727-5403 


(617)  727-2776 
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